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INTRODUCTION

1.1 By Order of Chief Justice Brenner made May 10, 2008 (the “Order”) in
British Columbia Supreme Court Action No. S077839, Vancouver
Registry (the “CCAA Proceedings™), PricewaterhouseCoopers Inc.
(“PwC”) was appointed Interim Receiver and Receiver of the Company
(in such capacities, the “Interim Receiver” or the “Receiver”). Details
relating to the Company and the filing are set out in the Petition filed in
these proceedings.

1.2 PwC has established a website at www.pwc.com/car-poptal where all
materials filed with this Court by P&T and PwC, as well as any Orders
granted by this Court, including the Petition and the Order, are available in
electronic form to creditors and other interested parties.

1.3 Materials filed and Orders granted by the U.S. Court in respect of the
Chapter 11 proceedings are maintained on the website of Kurtzman
Carson Consultants (“KCC”) at http://www.kccllc.net/popetalbot .

1.4 The Receiver’s First Report to Court dated July 6, 2008, addressed the
Company’s application for an extension of the stay of proceedings, which
was extended until July 17, 2008, and provided an update on the status of
the various sales processes being managed by the Receiver.

1.5  The Receiver’s Second Report to Court dated July 16, 2008, was prepared
to inform this Court on the status of the D&O and Post-Filing Creditors
Claim processes, the surplus cash on hand as of July 4, 2008, assets
outside of Canada and certain matters between P&T and International
Forest Products Ltd. (“Interfor™).

1.6 The Receiver’s Third Report to Court dated July 23, 2008, was prepared to
inform this Court on the status of the offers for the Harmac pulp mill, the
surplus cash available to fund certain priorities and payout Wells Fargo
Financial Canada Corporation.

1.7 The Receiver’s Fourth Report to Court dated July 29, 2008, was prepared
to inform this Court on the status of the offers received for the Harmac
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pulp mill and the status the Receiver’s negotiations with Interfor. At that
Court hearing on July 30, 2008, this Court approved the asset purchase
agreement presented by Nanaimo Forest Products Ltd. (“NFP™).

1.8 This is the Receiver’s Fifth Report to Court since its appointment on
May 10, 2008. This report is prepared to inform this Court of:

18.1

1.8.2

1.8.3

1.8.4

1.8.5

On the status of the NFP asset purchase agreement;

The receipt by the Receiver of a back-up offer for the Harmac pulp
mill;

An amendment to the Fort St. James mill Vesting Order;

The status of the claim of the Province of British Columbia with
respect to the post-filing trade creditors claims process; and

The Receiver’s entitlement to subrogation to the claims of Post-
Filing Creditors.

BACKGROUND OF THE CCAA AND THE RECEIVERSHIP

2.1  This administration began in October 2007 with P&T making an
application under the Companies’ Creditors Arrangement Act (the
“CCAA”). The CCAA continues with PwC acting as Monitor. On
May 10, 2008, PwC was appointed Interim Receiver and Receiver and
PwC continues in this capacity.

2.2 Full details of the proceedings are set out in Appendix A.

HARMAC PULP MILL

3.1 NFP APA Status Update

3.11

On July 30, 2008, this Court granted the application of Nanaimo
Forest Products Ltd. (“NFP”) for an order authorizing the Receiver
to sell the Harmac pulp mill (“Harmac”) to NFP in accordance

2
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with the terms of an asset purchase agreement (the “NFP APA”)
presented to this Court by NFP.

After Court approval, the Receiver and NFP agreed to some minor
edits to the NFP APA, which has now been executed by both
parties.

In accordance with the terms of the NFP APA, the Time of Closing
is to be 8:00 am PDT on Friday, August 29, 2008 unless an
extension is agreed to by both parities. The Receiver’s counsel has
notified NFP that no extensions of the Closing Date beyond
August 29, 2008 will be agreed to by the Receiver. The Receiver
respectfully seeks confirmation by the Court as to its right to
terminate the NFP APA after the Time of Closing in the event NFP
fails to fulfil its obligations under the NFP APA by that time.

To facilitate the Closing and any applicable Start-up Activities as
envisioned in the NFP APA, the Receiver and NFP have agreed to
a Pre-Closing Start-up Costs Protocol and a Transition of
Administration Services Protocol. The aforementioned protocols
(together, the “Protocols”) are intended only to document the
working arrangements between the Receiver and NFP, and do not
amend or supersede the NFP APA.

The Receiver and NFP are cooperating in accordance with the
Protocols.

Back-up Offer for Harmac

3.21

3.2.2

Pursuant to Section 10.1 of the NFP APA, the Receiver may enter
into back-up agreements with third parties which may be presented
for Court approval and completed in the event that the NFP APA
does not complete or is terminated in accordance with its terms.

The Receiver and 830274 B.C. Ltd. (*830”) have executed an asset
purchased agreement (the “830 APA”) dated August 8, 2008 as a
back-up agreement for the purchase and sale of the Harmac pulp

3
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mill. The purchase price under the 830 APA is $20.0 million and
the closing date is September 15, 2008. A copy of the 830 APA is
attached as Appendix B.

To date, 830 has provided the Receiver’s counsel a deposit of $1.9
million. The remaining $100,000 is to be paid within one day of
Court approval. The deposit will be increased by another $2.0
million (for a total of $4.0 million) upon the termination of the
NFP APA.

For previously approved asset sales transactions, the Receiver (and
previously the Monitor) presented a brief summary of the business
terms of a recommended transaction for this Court to review;
however, as a result of the late submission of the NFP APA, the
Receiver was unable to provide that to this Court in its Fourth
Report dated July 29, 2008. Consequently, below is a brief
summary of the business terms for both NFP APA and 830 APA:

Business Term NFP APA 830274 APA
Assets included Harmac pulp mill and all  |Harmac pulp mill and all
related lands related lands
Purchase price $13.2 million $20.0 million
Items affecting net [Western Forest Products  |Property tax (decrease in
recovery to estate |Inc. fibre agreements recovery by approximately

(decrease in recovery by  |$200,000 for the extra 3 weeks
approximately $953,000 - [to Closing); Idle mode costs
amount to still be (decrease in recovery by
determined with WFPI). approximately $400,000 for
the extra 2 weeks to Closing).

Liabilities Environmental and Environmental
assumed employee (Note: due to the
size of the D&O claims the
value of the indemnity is
not determinable at this

time)
Conditions on Court approval Court approval
closing The assignment of the Termination of the NFP APA
Western Forest Products in accordance with the terms
Inc. fibre agreements of the NFP APA by no later
than August 30, 2008.
Closing date On or before 8:00 am PDT,]On or before 8:00 am PDT,
August 29, 2008 September 15, 2008
4
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Receiver’s Recommendation and Next Steps

3.3.1 The Receiver will continue to work with NFP in accordance with
the NFP APA and the Protocols to facilitate closing by the Closing
Date; however, the Receiver is recommending that this Court
approve the 830 APA as a back-up based on the following:

3.3.1.1 The 830 APA includes more favourable business terms
then the NFP APA;

3.3.1.2 The Receiver is projecting to incur unrecoverable
operating costs in excess of $700,000 to keep the Harmac
mill in “idle” mode to August 29, 2008 as it is obligated
to do under the terms of the NFP APA, and delays in
closing will decrease overall realizations; and

3.3.1.3 An approved back-up offer does not prejudice the existing
NFP APA.

4 AMENDMENT TO THE FSJ VESTING ORDER

4.1

Since the entry of the July 17, 2008 Order of this Court (the “Approval
Order”) approving the sale of the Fort St. James sawmill to Conifex Inc.
(“Conifex™), it has been discovered that there is an error in the description
in Schedule "D" to the Approval Order of one of the encumbrances
registered against the lands to be transferred to Conifex (the “Lands”).
Through inadvertence, paragraph 2(d) of Schedule “D” to the Approval
Order incorrectly identified the charge number under which the
Assignment of Rents registered against the Lands in favour of Ableco
Finance LLC as being “FB122525”, whereas the correct charge number is
“FB122526”. Accordingly, the Receiver is seeking an Order amending
Schedule “D” to the Approval Order to correct this mistake.
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STATUS OF D&O CLAIMS PROCESS

5.1

5.2

The summary of the claims process is as follows:

$
Quantified claims filed 188,849,820
Disallowance sent to August 8, 2008 (146,515,311)
Balance remaining 42,334,509

Quantified claims include double counting and errors in calculation but
exclude numerous claims that were filed as “to be determined” or
“unknown”.

PROVINCE’S CLAIM IN THE POST-FILING PROCESS

6.1

6.2

$1,910,382 of claims filed by Her Majesty the Queen in Right of the
Province of British Columbia (the “Province of BC”) were disallowed as
claims not eligible to be made against the Administrative the carve-out
(the “Carve Out”) in favour of Post-Filing Creditors created under the DIP
Loan Agreement (as those terms are defined in the May 29, 2008 Order of
this Court). For a number of reasons, including that certain of the Province
of BC’s claims are likely to be paid in connection with the sale of Pope &
Talbot’s assets, including the Fort St. James sawmill and the Harmac pulp
mill, it is impossible for both the Monitor and, more significantly, the
Province of BC, to quantify the Province of BC’s Post-Filing Claim at this
time.

In light of the foregoing, the Monitor is of the view that it is unrealistic to
expect, and impractical to require, the Province of BC to file a notice of
motion and supporting affidavits seeking a determination of its claim by
the August 22, 2008 deadline. Accordingly, the Monitor respectfully
requests the authority to extend such deadline to a date determined by the
Monitor.
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7 SUBROGATION RIGHTS OF RECEIVER

7.1 In connection with the sale of Pope & Talbot’s assets, including the Fort
St. James sawmill and the Harmac pulp mill, the Receiver may be paying
indebtedness owing from Pope & Talbot to third parties as a condition of
the assignment of various contracts between Pope & Talbot and such third
parties. This includes licenses and permits issued by the Province of BC as
well as other leases.

7.2 In some cases, the indebtedness of Pope & Talbot paid by the Receiver
may otherwise have constituted a Post-Filing Claim entitling the third
party creditor to be paid from payable from the Carve Out.

7.3 Inlight of the foregoing, the Receiver respectfully seeks an Order
subrogating the Receiver to the rights of such third parties to the extent of
such payments in order that the Receiver can be paid from the Carve Out
in place of the third parties (to the extent such third parties were otherwise
entitled to be paid from the Carve Out). Absent such subrogation rights,
the secured creditors are prejudiced by virtue of the payment in full of
certain Post-Filing Claims.

This report is respectfully submitted this 11" day of August 2008.
PricewaterhouseCoopers Inc.

Court Appointed Interim Receiver and Receiver of
Pope & Talbot Ltd. and its affiliates

Craig G. Bushell
Senior Vice President

::ODMA\PCDOCS\DM_VAN\7027042\2
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Appendix A

BACKGROUND OF THE CCAA AND THE RECEIVERSHIP

On October 29, 2007, P&T made an application under the Companies’ Creditors
Arrangement Act (the “CCAA”) and an initial order (the “Initial Order””) was granted by
the Ontario Superior Court of Justice (Commercial List). Under the Initial Order,
PricewaterhouseCoopers Inc. was appointed Monitor of the Company.

On November 21, 2007, an application was made by the Company to the Supreme Court
of British Columbia (this “Court” or where appropriate the “Canadian Court”) to have the
CCAA Proceedings transferred from the Ontario Court and for this Court to assume
primary jurisdiction of the CCAA Proceedings. This Court granted such order.

On November 21, 2007, this Court made an order amending, restating, and confirming
the Initial Order. Pursuant to this order, the stay of proceedings was extended to
January 16, 2008.

On November 19, 2007, P&T together with its U.S. Parent company and several U.S.
affiliates filed a voluntary petition in the United States Bankruptcy Court (the “U.S.
Court”) for relief under Chapter 11 of the U.S. Bankruptcy code.

As a result of the cross-border nature of this restructuring, on December 14, 2007, this
Court and the U.S. Court each approved a Cross-Border Insolvency Protocol that was
intended to assist with the administration.

On January 15, 2008, this Court made an order extending the stay of proceedings until
February 15, 2008.

On February 12, 2008, this Court made an order extending the stay of proceedings until
April 4, 2008.

On March 28, 2008, this Court made an order extending the stay of proceedings until
April 25, 2008.

On April 22, 2008, this Court made an order extending the stay of proceedings until
April 28, 2008.

On April 28, 2008, this Court made an order extending the stay of proceedings until
May 5, 2008.
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Appendix A

BACKGROUND OF THE CCAA AND THE RECEIVERSHIP

On May 5, 2008, this Court made an order extending the stay of proceedings until
May 12, 2008.

On May 10, 2008, this Court appointed PricewaterhouseCoopers Inc. as Interim Receiver
and Receiver of certain assets of the Petitioners, as defined in the Amended and Restated
and Confirmed Initial Order. On the same day, this Court made an order extending the
stay of proceedings until May 15, 2008.

On May 15, 2008, this Court made an order extending the stay of proceedings until
May 20, 2008.

On May 20, 2008, this Court made an order extending the stay of proceedings until
June 13, 2008.

On June 13, 2008, this Court made an order extending the stay of proceedings until
July 7, 2008.

On July 7, 2008, this Court made an order extending the stay of proceedings until
July 17, 2008.

On July 17, 2008, this Court made an order extending the stay of proceedings until
September 2, 2008.

PwC, in its capacity as Monitor, has filed fourteen reports with this Court with respect to
the CCAA proceedings. The most recent report was dated May 4, 2008.

PwC, in its capacity as Receiver, has filed four reports to this Court with respect to the
Receivership proceedings. The last report was dated July 29, 2008.

Capitalized terms not defined in this Report are as defined in the Initial Order and
Monitor’s previous reports.

Page 2 of 2
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ASSET PURCHASE AGREEMENT

BETWEEN

PRICEWATERHOUSECOOPERS INC., in its
capacity as receiver appointed in SCBC Action
S077839, Vancouver Registry with respect to the
Harmac Pulp Mill

AND

830274 B.C. LTD.
PO Box 190, 30 Front Street
Nanaimo, B.C. VIR 5K9

Dated August 8, 2008
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ASSET PURCHASE AGREEMENT

THIS AGREEMENT is made the 8" day of August 2008.

BETWEEN:
PRICEWATERHOUSECOOPERS INC,, in its capacity as the
receiver appointed in Supreme Court of British Columbia Action
#S077839, Vancouver Registry, with respect to the Harmac Pulp
Mill, having an office at 700 — 250 Howe Street, Vancouver,
British Columbia, V6C 327

(the "Vendor™)

AND:
830274 B.C. LTD., a company incorporated under the laws of the
Province of British Columbia and having an address of PO Box
190, 30 Front Street, Nanaimo, British Columbia, VIR 5K9
(the "Purchaser™)
WHEREAS:
A. The Companies previously owned certain lands and a pulp mill situate at or near

Nanaimo, British Columbia (the "Mill");

B. The Vendor is the interim receiver and receiver (the "Receiver™) appointed in Court
action S077839 Vancouver Registry (the "Court Action”) pursuant to Orders granted in the
Court Action on May 10, 2008 and June 16, 2008, by which the Receiver was authorized to offer
for sale the assets of, inter alia, the Companies, with all offers subject to approval of the Court in
the Court Action;

C. The Vendor has agreed to sell and the Purchaser has agreed to purchase certain of the
assets of the Companies on the terms and subject to the conditions provided in this Agreement.

NOW, THEREFORE, in consideration of the covenants, representations, warranties and
agreements contained herein, the Parties hereto covenant and agree as follows:

1. INTERPRETATION

1.1  Definitions. Unless otherwise specifically provided or the context otherwise requires,
where used in this Agreement (including the Exhibits hereto) and the Recitals to this
Agreement, the following terms shall have the meanings set forth or as referenced below:

@ "Affiliate' with respect to any Person means another Person which is affiliated
with the first mentioned person within the meaning thereof in the Securities Act
(British Columbia).

DM_VAN/256107-00075/6899364.8 Harmac APA - CPI



(b)

(©)

(d)
(e)

(f)

(9)

(h)

)

(k)

0]

-2-

""Agreement' means this agreement, the Recitals hereto and all Exhibits attached
hereto, in each case, as they may be amended or supplemented from time to time
in accordance with this Agreement, and the expressions "hereof”, "herein”,
"hereto”, "hereunder”, "hereby"”, and similar expressions, when used in this
Agreement, refer to this Agreement as a whole and not to any particular provision
of this Agreement.

"Applicable Law' means any law (including the common law), ordinance
(including any Environmental Laws), rule, regulation, by-law (zoning or
otherwise), or Order in effect in British Columbia, all as determined in accordance
with the laws in effect in British Columbia, that applies to the subject person,
entity, property or securities.

""Assumed Obligations™ has the meaning ascribed thereto in Section 3.4.

"Books and Records™ means all books and records which are in the actual
possession or control of the Vendor, or any of its agents or representatives which
are situate at the Mill Site, and which relate to the Purchased Assets including as
applicable any legal and accounting records, but for greater certainty excludes any
such books and records which are Excluded Assets.

""Business™ means the business formerly carried on by the Companies at the Mill
Site, which business included producing, manufacturing and selling pulp and all
ancillary activities related thereto.

"Business Day' means any day other than a Saturday, a Sunday or any other
statutory holiday in VVancouver, British Columbia.

"Closing™ means the completion of the purchase and sale of the Purchased
Assets.

"Closing Date™ has the meaning as ascribed thereto in Section 3.1.
""Companies' means:

Q) Pope & Talbot Ltd.,, a corporation under the Canada Business
Corporations Act; and

(i) Pope & Talbot, Inc. a corporation under the laws of the State of Delaware;
and "Company" means any one of them as the context requires;

"Confidentiality Agreement' means the confidentiality agreement between the
Vendor and the Purchaser.

Consents' means all necessary third party notices, consents and approvals to the
assignment of the Leases, the Licences and Permits and the Other Contracts to the
Purchaser and all other necessary consents, authorizations, registrations and

DM_VAN/256107-00075/6899364.8 Harmac APA - CPI
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approvals required by any Governmental Authority relating to the transactions
contemplated by this Agreement, including, but not limited to, those listed in
Exhibit C.

"Contaminants™ means any pollutant, contaminant, waste, toxic, corrosive or
hazardous substance, deleterious substance, dangerous substance, dangerous good
or hazardous or special waste as defined in, or prohibited or regulated by, any
Environmental Laws including, without limitation, asbestos, asbestos-containing
materials, radioactive materials, urea formaldehyde and PCBs (polychlorinated
biphenyls).

"Court™ means the British Columbia Supreme Court having jurisdiction in the
Court Action.

"Court Order™ means an Order of the Court in the Court Action: (i) approving
the entry by the Vendor into this Agreement and the consummation of the
transactions contemplated hereby; and (ii) vesting in the Purchaser or providing
for a vesting in the Purchaser of all the right, title and interest of the Companies in
the Purchased Assets free and clear of all Encumbrances, other than the Permitted
Encumbrances, substantially in the form of court order attached hereto as Exhibit
F.

"Crown" means Her Majesty the Queen in right of the Province of British
Columbia.

"Crown Leases™ means the leases between the Crown and Pope & Talbot Ltd.
described and listed in Exhibit C, Part 2.

"Deposit" has the meaning ascribed thereto in Section 2.2(a).

"Encumbrance’ means any encumbrance of any kind whatsoever and includes,
without limitation, a security interest, mortgage, lien, hypothec, pledge,
assignment, charge, title retention agreement, option, security under Section 426
or Section 427 of the Bank Act (Canada), trust or deemed trust (whether
contractual, statutory or otherwise arising), any covenant or other agreement,
restriction or limitation relating to the transfer of the Purchased Assets and any
(a) easement, (b) restrictive covenant, (c)right of way, (d) restriction,
(e) encroachment, (f) title reservation of any kind with respect to real property, or
(9) adverse claim of any kind or character whatsoever.

"Environment means the air above the land, the water (including surface water
and groundwater) in, on, adjoining and under the land and the land (including soil,
sediments and lands submerged under water) as well as all animals, plants, fish
and other species using or living in such areas.

"Environmental Laws™ means all federal, provincial, municipal, or local laws,
statutes, regulations, by-laws or rules, Orders, permits issued or made by any
Governmental Authority, as well as any standards, directions, policies,
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interpretations, codes, guidelines, or other requirements having the force of law
and made by any Governmental Authority, now or hereafter in force, and the
common law relating in whole or in part to the protection or preservation of the
Environment, human health, occupational health and safety or transportation of
dangerous goods and includes those laws, statutes, regulations, by-laws or rules
relating to the storage, generation, use, handling, manufacture, processing,
transportation, import, export, treatment, remediation, release or disposal of any
Contaminants.

(v) "Environmental Liabilities" means any and all liability, claim, demand,
obligation, cause of action, remediation, cost recovery action, investigation,
proceeding, Order, violation, damage, Loss, cost, expense, judgment, penalty, or
fine asserted by any third party (including, without limitation, any private party or
Government Authority), arising out of, or relating to the Environment or
Environmental Laws.

(w)  "Excluded Assets means any assets of either or both of the Companies that are
not Purchased Assets, including:

Q) any cash, amounts on deposit or in possession of any bank or other
depository institution, term deposit, and similar cash property of any of the
Companies or the Vendor;

(i) any accounts receivable of the Companies or any of them;

(iii)  any accounts receivable of the Receiver, including any accounts receivable
relating to any sales by the Receiver of any finished goods inventory of
the Companies or any of them;

(iv)  any financial records of any of the Companies;

(v) any of the Vendor’s correspondence and other materials, including without
limitation correspondence to and from the Vendor's legal counsel;

(vi)  accounts, valuations and any other records or reports generated by the
Vendor as a result or in the context of the administration of the
receivership of the Companies; and

(vii)  the assets described in Exhibit G.
(x) "Excluded Liabilities™ has the meaning ascribed thereto in Section 3.5.

(y) "GAAP" means generally accepted accounting principles in Canada, applied
consistently.

(2 "Governmental Authority’ means any Canadian or British Columbian
government whether federal, provincial, municipal, local and any Person, agency,

DM_VAN/256107-00075/6899364.8 Harmac APA - CPI



(aa)
(bb)

(cc)

(dd)

(ee)

(ff)
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(hh)
(i)

1))

-5-

authority, court tribunal, commission or other regulatory body of any kind
whatsoever constituted by such government.

""GST Election Form' has the meaning ascribed thereto in Section 3.7.

"including™ means, when not otherwise followed by the words "without
limitation"”, including, without limitation.

"Intellectual Property' means all right, title and interest of the VVendor and/or
the Companies in and to the intellectual property listed in Exhibit I.

"Inventories™ means all raw materials related to the Business and located on the
Lands as at the date of this Agreement, including mill stores (including all
maintenance and repair supplies and spares), supplies (including fuels, grease,
rotables and chemicals and containers in which any of these are stored), wood
fibre and supply inventory, wood chips and raw materials of the Vendor and the
Companies which are stored or situated upon the Lands, but for greater certainty
excludes any Excluded Assets.

"Lands" means all the fee simple lands and premises owned by Pope & Talbot
Ltd. and comprised of and relating to the Mill Site as listed in part 1 of Exhibit C
together with all premises, buildings, structures, appurtenances, fixtures,
easements, rights of way, private roads and other improvements situated thereon.

"Leased Premises” means all the leased premises, covenants, rights-of-way,
easements, licences, rights-to-purchase or similar rights and other similar rights
related to the Business formerly conducted by the Companies on the Lands and
which do not expire before the Closing Date including those that relate to any
Leases of real property.

"Leasehold Improvements™ means the leasehold improvements situate on the
Leased Premises.

""Leases' means the Crown Leases and the Other Leases.

"Licences and Permits™ means the licences, permits, certificates, approvals,
consents, registrations, orders, grants and other authorizations from any
Governmental Authority related to the operation of the Business and the
Purchased Assets, including those listed in Exhibit C, Part 3.

"Loss" means any and all loss, liability, damage, cost or expense actually
suffered or incurred by a Party (including, without limitation, the costs and
expenses of all actions, suits, proceedings, hearings, investigations, charges,
complaints, claims, demands, injunctions, assessments, judgments, Orders,
rulings, dues, penalties, fines, amounts paid in settlement or compromise,
including court costs and reasonable legal fees and expenses).
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(kk)  "Material Loss™ means any damage to or destruction after the date of this
Agreement of any of the Purchased Assets, individually or in the aggregate by a
casualty of any kind, in respect of which the lesser of:

Q) the fair appraised liquidation value, prior to damage or destruction, of the
damaged or destroyed Purchased Asset(s); and

(i) the cost of repair to bring the damaged or destroyed Purchased Asset(s) to
the condition in which it was prior to such damage or destruction, as
evidenced by an estimate provided by a qualified independent third party
in keeping with normal industry practice,

would exceed 15% of the Purchase Price.
(1n "Mill"" has the meaning ascribed thereto in Recital A.

(mm) *"Mill Site" means the lands and premises on which the Mill is situate and at
which the Companies previously carried on the Business as more particularly
described in Part 1 of Exhibit C.

(nn)  “NFP APA” means the asset purchase agreement dated July 30, 2008 between
the Vendor and Nanaimo Forest Products Ltd.

(0oo) "Order' means any order, decision, determination, judgment, injunction, decree,
award or writ of any court, arbitrator or Governmental Authority, or other Person
who has jurisdiction over the subject matter of the order, decision, determination ,
judgment, injunction, decree, award or writ and is authorized to make legally
binding determinations.

(pp) “Other Contracts” means the contracts enumerated in Exhibit H under the sub-
heading “Other Leases and Other Contracts”.

(gq) “Other Leases” means the leases of real or personal property enumerated in
Exhibit H under the sub-heading “Other Leases and Other Contracts”.

(rr)  "Other Transaction Documents™ has the meaning ascribed thereto in
paragraph 1 of Exhibit A.

(ss)  "Parties" means the Purchaser and the Vendor, and "Party"” means either one of
them as the context required.

(tt) "Permitted Encumbrances™ means:

Q) the reservations, limitations, provisions or conditions expressed in the
original grants from the Crown of any of the Lands and the statutory
exceptions to title currently applicable to the Lands;
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(i) exceptions and reservations in favour of other grantors, restrictive
covenants, easements, rights-of-way, mineral claims, reservations of under
surface rights, agricultural land reserve notations and other similar rights
or agreements, in any such case, as presently registered against title to any
of the Lands;

(iii)  charges granted by public utilities or the holders of the interests described
in Section 1.1(tt)(ii) in respect of their interests, if any, in the Lands;

(iv)  aclaim of right, title or jurisdiction which may be made or established by
any aboriginal peoples by virtue of their status as aboriginal peoples to or
over any lands, waters or products harvested therefrom;

(v) undetermined or inchoate liens and charges incidental to current
construction or current operations which have not been filed or registered
in accordance with Applicable Law or of which written notice has not yet
been duly given in accordance with Applicable Law or that relate to an
obligation not yet due or delinquent, which in each case relate to
obligations or liabilities assumed by the Purchaser at the Time of Closing;
and

(vi)  the other Permitted Encumbrances listed in Exhibit E.

(uu)  "Person™ means any individual, corporation, partnership, limited partnership,
limited liability company, joint venture, association, joint-stock company, trust,
society, incorporated organization or any other similar entity.

(vv)  "Personal Information™ has the meaning ascribed thereto in Section 5.6.

(ww) ""Personal Property" means all the machinery, plant, equipment, trade fixtures,
furnishings, accessories and all similar equipment (including accessories) owned
by any of the Companies and used in or related to the operation of the Business
and situate on the Lands as at the date of this Agreement, but for greater certainty
excludes any Excluded Assets.

(xx)  "PIPA™ has the meaning ascribed thereto in Section 5.6.
(yy) "Purchase Price has the meaning ascribed thereto in Section 2.2.

(zz)  "Purchased Assets™ means all of the right, title and interest of the Vendor and
the Companies in and to:

Q) the Lands;
(i) the Personal Property;

(iii)  the Inventories;
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(iv)  the rights and benefits under the Leases, the Licences and Permits and the
Other Contracts;

(v) the Leasehold Improvements and, subject to the Leases, the Leased
Premises;

(vi)  the Books and Records; and

(vii)  the Intellectual Property,

but excluding the Excluded Assets.
(aaa) ""Receiver™ has the meaning ascribed thereto in Recital B.
(bbb) 'Releases' has the meaning ascribed thereto in Section 4.5(b).

(ccc) "Taxes™ means all taxes, duties, levies, charges, withholding charges,
assessments, reassessments and fees (including interest and penalties on any such
amounts), of whatsoever nature or kind lawfully levied, assessed or imposed by
any Governmental Authority.

(ddd) *"Time of Closing™ means 8:00 a.m., Vancouver time, on the Closing Date or
such other time as the Parties agree in writing that the Closing shall take place.

(eee) ""Termination Date™ has the meaning ascribed thereto in Section 3.1.

Other Terms. Other terms may be defined elsewhere in the text of this Agreement and,
unless otherwise indicated, shall have such meaning throughout this Agreement. All
accounting terms not otherwise defined herein have the meanings attributable to them
under GAAP and all determinations of an accounting nature required to be made shall be
made in accordance with GAAP, applied consistently with prior periods.

Gender and Number. Words and defined terms importing the singular shall include and
have a comparable meaning when used in the plural, and vice versa, and words importing
gender include all genders.

Currency. All references to currency shall mean Canadian Dollars unless otherwise
expressly provided.

Exhibits. The following Exhibits attached hereto are integral to and form part of this
Agreement:

Exhibit Description
A Representations and Warranties of the VVendor

Representations and Warranties of the Purchaser

Lands, Permits and Licenses and Crown Leases
Assumed Obligations

oo
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Permitted Encumbrances

Form of Court Order

Excluded Assets

Other Leases and Other Contracts
Intellectual Property

— T Omm

Section Headings and References. All Section headings contained in this Agreement are
for reference purposes only and shall not in any way affect the meaning or interpretation
of this Agreement. Unless otherwise indicated, references to Articles or Sections are to
Articles or Sections in the main body of this Agreement and references to paragraphs are
references to numbered paragraphs in the Exhibits.

Time of Essence. Time is of the essence of this Agreement.

PURCHASE AND SALE OF ASSETS

Purchase and Sale of Assets. Upon and subject to the terms and conditions of this
Agreement, the Vendor hereby agrees to sell and transfer to the Purchaser, and the
Purchaser hereby agrees to purchase and acquire from the Vendor, the Purchased Assets,
free and clear of all Encumbrances, other than the Permitted Encumbrances.

Purchase Price. The consideration for the Purchased Assets shall be the sum of
$20,000,000 (Twenty Million Dollars) (the “Purchase Price™) payable as follows:

@ $2,000,000 (Two Million Dollars) to be paid within one day of Court approval of
this Agreement; and

(b) $2,000,000 (Two Million Dollars) to be paid within one day of written
confirmation from the Vendor that the NFP APA has been terminated,

which amounts will be deposited and held in trust by the VVendor's solicitors in an
interest-bearing trust account pending completion of the sale and purchase of the
Purchased Assets or termination of this Agreement (these amounts, plus all
interest thereon, are herein referred to as the "Deposit"); and

() the balance of the Purchase Price will be paid on the Closing Date as set out in
this Agreement.

Deposit. The Deposit will be: (i) credited to the Purchase Price and will be paid to the
Vendor if the sale and purchase is completed in accordance with the terms hereof; (ii)
paid to the Purchaser if any of the conditions precedent in Sections 6.1 or 6.2 are not
satisfied or waived on or before the date specified therein and as a result the sale and
purchase does not complete; (iii) paid to the Vendor if any of the conditions precedent in
Section 6.3 are not satisfied or waived on or before the date specified therein and as a
result the sale and purchase does not complete as liquidated damages (the Parties hereby
agreeing that such amount constitutes a genuine pre-estimate of damages) as the Vendor's
sole and exclusive remedy.
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Payment. The Purchaser shall, on the Closing Date, pay the Purchase Price as follows:
@) by release of the Deposit to the Vendor; and

(b) by payment to or to the order of the Vendor of the balance of the Purchase Price
by bank draft, solicitor’s trust cheque or wire transfer.

Allocation of Purchase Price. The Purchase Price shall be allocated by the Parties, acting
reasonably, on or before the Closing Date.

CLOSING MATTERS

Closing. The Closing of the sale and purchase of the Purchased Assets shall, subject to
the satisfaction or waiver of the conditions set out in Article 6, take place at the offices of
the Vendor’s solicitors, Fasken Martineau DuMoulin LLP, at 550 Burrard Street,
Vancouver, British Columbia, Canada V7X 1T2 at the Time of Closing on or before
September 15, 2008 (the "Closing Date™) or at such other place, time and date as the
Parties may agree, provided that if the Closing has not occurred on or before September
22, 2008 (the “Termination Date”), then either Party may terminate this Agreement as
provided in Section 6.4(b).

Assignment by Purchaser. Prior to the Closing Date, the Purchaser may assign its rights
under this Agreement to one or more Persons, provided that no such assignment will
release the Purchaser from its obligations hereunder.

Transfer and Delivery of Purchased Assets. To the extent that the transfer of any of the
Purchased Assets is not effected by the Court Order, on the Closing Date the Vendor
shall execute and deliver to the Purchaser all such bills of sale, assignments, instruments
of transfer, deeds, assurances, consents, and other documents, as shall be reasonably
necessary or desirable to effectively transfer the Purchased Assets to the Purchaser and,
subject to payment of the Purchase Price, on the Closing Date, the Purchased Assets shall
vest in and be transferred to the Purchaser, and the Purchaser shall be entitled to
possession of the Purchased Assets, free and clear of all Encumbrances, other than
Permitted Encumbrances.

Assumed Obligations. On the terms and subject to the conditions herein contained, at the
Time of Closing the Purchaser will assume and thereafter pay, perform, discharge and
satisfy only those liabilities and obligations of the Vendor and/or the Companies related
to the Purchased Assets as are set out in Exhibit D hereto (the “Assumed Obligations”).

Excluded Liabilities. The Purchaser does not assume, and shall not be obligated in any
manner with respect to, any liabilities or obligations of the Vendor or any of the
Companies, except the Assumed Obligations or any other obligation specifically assumed
by the Purchaser under this Agreement (collectively, the "Excluded Liabilities"). The
Purchaser acknowledges that nothing in this Agreement in any way creates any
obligations on the part of the Vendor vis-a-vis the Purchaser in relation to the Excluded
Liabilities or in relation to any other matter with respect to which the Purchaser may
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become liable to third parties as a matter of law outside of this Agreement, except where
the Vendor has expressly assumed such liability under this Agreement.

Sales and Transfer Taxes. The Purchaser shall be responsible to pay when due any
property transfer, sales, social service, goods and services and similar Taxes and any
registration and transfer charges and fees payable in respect of the sale and transfer of the
Purchased Assets. The Purchaser shall pay directly to the appropriate Governmental
Authority all such Taxes, charges and fees payable by it in respect of the purchase and
sale of the Purchased Assets under this Agreement, including if applicable the goods and
services tax imposed under Part IX of the Excise Tax Act (Canada), payable by it in
respect of the purchase and sale of the Purchased Assets under this Agreement and, upon
the request of the Vendor, the Purchaser, when such Taxes have been paid, shall furnish
to the Vendor proof of such payment. Where under the terms of any applicable legislation
a vendor of assets such as the Purchased Assets is to collect any Taxes to be forwarded to
the applicable Governmental Authority, the Purchaser will pay, if the Vendor so requests,
the amount of such Taxes to the Vendor in an amount as determined by the Vendor and
the Purchaser each acting reasonably, together with the payment of the Purchase Price
and the Vendor shall provide a receipt respecting the payment of such Taxes by the
Purchaser and shall, upon request of the Purchaser, furnish to the Purchaser proof that
such Taxes have been forwarded to, or accounted for to, the applicable Governmental
Authority.

Goods and Services Tax and Harmonized Sales Tax Election. Under this Agreement,
with regard to GST; if such election is available as determined by the Vendor acting
reasonably, the Purchaser and the VVendor shall jointly elect, under subsection 167(1) of
Part IX of the Excise Tax Act (Canada) and any equivalent or corresponding provision
under any applicable provincial legislation imposing a similar social service or sales tax,
that no tax be payable with respect to the purchase and sale of the Purchased Assets under
this Agreement. The Purchaser and the Vendor shall make such elections (if available as
determined by the Vendor and the Purchaser each acting reasonably) in prescribed form
containing prescribed information and the Purchaser shall file such elections in
compliance with the requirements of the applicable legislation (the "GST Election
Form™).

Unassignable Leases, Licenses and Permits and Other Contracts. Neither this Agreement
nor any document delivered hereunder shall constitute an assignment of any rights,
benefits or remedies under any of the Leases, Licences and Permits or Other Contracts
that are not assignable by the Vendor or the Companies to the Purchaser without the
consent of the Governmental Authority or other lessor or third party that is a party to the
applicable Lease or Other Contract or that issued the Licence and Permit. The Purchaser
acknowledges that it is not a condition of the Purchaser’s obligation to complete the
purchase of the Purchased Assets as provided in this Agreement if any such consent is
not obtained prior to the Time of Closing, and to the extent any such consent is not
obtained prior to the Time of Closing:

@) the Vendor will at the request and direction of the Purchaser, promptly assist the
Purchaser in applying for and use all commercially reasonable efforts to obtain all
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consents or approvals contemplated by those Leases, Licences and Permits and
Other Contracts, in a form satisfactory to the Vendor and the Purchaser, acting
reasonably, provided that nothing in this Section shall require the Vendor to
discharge any obligation to, or assume any obligations to, any such Governmental
Authority, lessor or third party; and

(b) the Vendor will use all reasonable commercial efforts to take such actions and do
such things as may be reasonably and lawfully designed to provide the benefits of
those non-assignable Leases, Licences and Permits and Other Contracts to the
Purchaser, including without limitation, holding those Leases and Licences and
Permits in trust for the benefit of the Purchaser or acting as agent for the
Purchaser,

provided that the Purchaser will indemnify the Vendor against all liabilities, costs and
expenses incurred by the Vendor arising out of the Vendor’s performance of such
obligations set forth in this Section 3.8, except for liabilities, costs and expenses incurred
as a result of the Vendor’s gross negligence or wilful misconduct.

The obligations of the Vendor under this Section 3.8 shall continue for 30 days after the
Closing Date, but not beyond.

Adjustments. There shall be no adjustments with respect to the transactions that are the
subject matter of this Agreement other than:

@) property Taxes with respect to the Lands;

(b) rental and similar type monetary obligations in relation to the Licenses and
Permits which, if unpaid, would result in a lawful cancellation of the applicable
License and Permit, and, for greater certainty, the Vendor and the Purchaser agree
that there shall be no adjustments with respect to the Leases and Other Contracts;
and

(©) such items the payment of which is secured by a lien, charge or encumbrance
against the Purchased Assets that is not a Permitted Encumbrance and which are
not cleared from the Purchased Assets by the Court Order.

REPRESENTATIONS AND WARRANTIES

The Vendor. The Vendor hereby makes the representations and warranties set out in
Exhibit A hereto to the Purchaser, recognizing that the Purchaser is relying on such
representations and warranties in entering into the transactions contemplated by this
Agreement. All due diligence searches, investigations or inspections by the Purchaser up
to the date hereof and up to the Closing Date are without prejudice to the Purchaser's
right to rely upon such representations and warranties of the VVendor.

The Purchaser. The Purchaser hereby makes the representations and warranties set out in
Exhibit B hereto to the Vendor, recognizing that the Vendor is relying on such
representations and warranties in entering into the transactions contemplated by this
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Agreement. All due diligence searches and investigations by the Vendor up to the date
hereof and up to the Closing Date are without prejudice to the Vendor's right to rely upon
such representations and warranties of the Purchaser.

Non-Survival. The representations and warranties made by each of the Vendor and the
Purchaser in this Agreement shall terminate at the Closing, or upon termination of this
Agreement pursuant to Section 6.4(b), and following the Closing or the termination of
this Agreement, as the case may be, the representations and warranties shall cease to be
of any force or effect and neither Party shall have any further liability to the other Party
with respect to such representations and warranties.

Purchaser's Acknowledgement. Except for the representations and warranties set out in
Exhibit A hereto, the Vendor expressly disclaims any and all representations and
warranties and the Purchaser acknowledges that the Purchased Assets will be sold on an
"as is, where is" basis and save as aforesaid the Vendor makes no representations or
warranties, and there are no representations or warranties or terms or conditions
whatsoever, whether expressed, implied, statutory or otherwise, with respect to the
Purchased Assets, including without limitation, any representations, warranties, terms or
conditions with respect to their merchantability, fitness for any particular purpose or
quality or any other matters whatsoever in any way related to the subject matter of the
transactions subject to this Agreement.

Acknowledgement and Release Regarding Environmental Condition of Purchased
Assets. Without limitation to the generality of Section 4.4 or any other terms of this
Agreement, the Purchaser:

@) agrees that it is purchasing the Purchased Assets pursuant to this Agreement on an
"as is where is" basis without any representations, warranties or responsibility
from or on behalf of the Vendor as to any matter concerning the state of the
Purchased Assets, including any environmental condition of or with respect to the
Lands or as to any effect or impact that the Purchased Assets or any Contaminants
associated with the Purchased Assets may have on neighbouring lands or areas;

(b) hereby remises, releases and forever discharges the Vendor and its affiliates,
directors, officers, agents, employees and shareholders (in this Section
collectively called the "Releasees™) of and from any and all liability, claim,
demand, obligation, cause of action, remediation, cost recovery action,
investigation, proceeding, order, violation, damage, loss, cost, expense, judgment,
penalty, or fine asserted by any party (including, without limitation, any private
party or Governmental Authority) arising out of or relating to Environmental
Laws or Environmental Liabilities, including without limitation, any cost of
managing, removing, remediating or disposing of any Contaminants, as well as
any liability, cost or expense whatsoever relating to any enforcement actions,
orders, cost recovery actions or remedial actions related to any Environmental
Liabilities or Contaminants, howsoever caused and whether arising out of the
negligence, gross negligence or misconduct of any of the Releasees, and the
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Purchaser hereby waives any and all such rights that the Purchaser now has or
will have as against the Releasees or any of them; and

waives all requirement for the Vendor to provide any Site Profiles (as that term is
defined in the Environmental Management Act (British Columbia) for the Lands.

Without limitation to any other provision of this Agreement, the provisions of this
Section 4.5 shall not merge on, but shall survive, the Closing.

4.6 Further Acknowledgements of Purchaser. Without limiting the generality of the

foregoing, it is acknowledged and agreed by the Purchaser that:

()

(b)

(©)

(d)

()

the Vendor makes no representation whatsoever with respect to any employer
issues or any other issues or matters which would be the subject of any of the
provisions of the Labour Relations Code (British Columbia) or the Employment
Standards Act (British Columbia) or of any comparable legislation or law;

the Vendor makes no representation whatsoever with respect to any rights of any
employees at any time employed by any of the Companies, or at any time
employed by the Vendor;

to the extent that any goods or assets which are situate at or about the Lands after
Closing are not part of the Purchased Assets, the Vendor has no obligation to
remove or in any way take any steps with respect to such goods or assets;

to the extent that any information which the Vendor has provided or may provide
to the Purchaser is based on any of the records of the Companies, the Vendor
makes no representation whatsoever with respect to the accuracy of any such
information; and

Exhibits C, D, H and | are for information purposes only, and have been prepared
based on the information from the records of the Company which the Vendor has
in its possession or from agreements previously entered into by the Company with
third parties. The Vendor has not had the opportunity to review all the records it
has in its possession and provides no assurance that the available records are
accurate or complete and the Vendor has not verified any of the information and
provides no assurance that any information related to the Company or any of its
assets, including the Purchased Assets, or liabilities and obligations is correct,
accurate or complete. The information is provided on such basis and there is no
representation by the Vendor as to the status or existence of any of the matters
described in those Exhibits or as to the correctness, accuracy or completeness of
such matters. The Purchaser must not rely on those schedules for any decision
making and must satisfy itself independently with respect to any matter related to
the Company or the Purchased Assets or any obligations to which it may become
subject. Without limitation to the foregoing, there is no representation from the
Vendor that:
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Q) the Lands described in Part 1 of Exhibit C are all of the Lands and
property related interests relating to the Business;

(i) the Assumed Obligations referenced in Exhibit D are the only obligations
to which the Purchaser may become subject as a result of purchasing the
Purchased Assets;

(iii)  any of the Leases, the Licenses and Permits and the Other Contracts
referenced in Exhibits C and H are in good standing or in effect; or

(iv)  any of the trademarks referenced in Exhibit | are in good standing or in
effect.

5. COVENANTS

5.1  Access and Information. The Purchaser confirms that it has been, either through dealings

with the Vendor or through previous dealings involving the Companies, given adequate:

(a)

(b)

(©)

access to the Purchased Assets, any Books and Records, Licenses and Permits,
title documents, plans, reports and all other material documents and information
and data relating to the Purchased Assets;

all information and reports related to any Environmental Liabilities as the
Purchaser considers necessary; and

all information relating to any persons who at any time in the past may have been
an employee of any of the Companies.

5.2  Covenants of the Vendor Until Closing. Except as otherwise consented to in writing by

the Purchaser, from the date of this Agreement until the Closing Time, the VVendor shall:

(a)

(b)

(©)

(d)

promptly advise the Purchaser of any Material Loss to the Purchased Assets upon
actually becoming aware of such Material Loss;

promptly advise the Purchaser of any event occurring after the date of this
Agreement of which the Vendor becomes actually aware that would render any
representation or warranty of the Vendor untrue in any material respect if made
on and as of the Closing Date or would result in a material breach by the Vendor
of its obligations under this Agreement;

maintain the existing security at the Lands until the completion of the Closing, the
Purchaser acknowledging that the Vendor has made no representation as to the
adequacy of such security; and

maintain the Mill in the condition and mode that it is in as at the date of execution
of this Agreement provided that the Vendor may during such time take such steps
as, in the Vendor’s sole opinion, minimize the ongoing costs of maintaining the
Mill.
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Negative Covenants of the Vendor. Except as contemplated by this Agreement, or
otherwise consented to in writing by the Purchaser, the Vendor covenants not to do or
permit to be done any of the following actions, from the date of this Agreement (or such
later date as may be specified) and while this Agreement is in effect until the Closing
Time:

@ except as otherwise provided in Section 10.1 hereof, to sell, transfer or otherwise
dispose of, or agree to sell, transfer, pledge, lease, encumber or otherwise dispose
of, any Purchased Assets, or enter into any agreement or transaction which would
result in the creation of any Encumbrance on any of the Purchased Assets, other
than Permitted Encumbrances or Encumbrances which will be discharged by the
Court Order,;

(b) from the date of the Court Order, take any action that would interfere with the
completion of the transactions contemplated under this Agreement in accordance
with the terms of this Agreement or would render, or that reasonably may be
expected to render, any representation or warranty made by the Vendor in this
Agreement untrue or incorrect in any material respect at any time prior to the
Time of Closing if made at that time; or

(©) relinquish any currently existing material contractual rights or any other rights
with respect to any Licences and Permits, provided that any termination of such
rights on the basis of the Vendor’s refusal to discharge or assume any obligation
shall not be a breach of this term of this Agreement.

Efforts to Obtain Governmental Consents or Approvals. The Purchaser shall take, or
cause to be taken, and the Vendor shall as specifically requested by the Purchaser take or
cause to be taken, all commercially reasonable actions and do, or cause to be done, all
commercially reasonable things and promptly execute and file, or join in the execution
and filing of, any application or other document as the Purchaser may reasonably request
and as may be necessary, proper or advisable to permit and diligently pursue the
completion of the transactions contemplated by this Agreement in accordance with the
terms hereof, including obtaining the authorization, approval or consent of any
Governmental Authority, lessor or other contracting party, and shall co-operate with each
other in connection therewith, including using all commercially reasonable efforts to
obtain as soon as reasonably possible, and in any event prior to the Closing Date:

@) the Consents;

(b) if applicable, the re-issuance effective on and after the Closing Date in the name
of the Purchaser of new rights in replacement of any of the Licenses and Permits
which cannot, or because of the practice of the applicable Governmental
Authority will not, be transferred to the Purchaser by way of assignment; and

(©) all necessary waivers, consents and approvals or releases from the other parties to
the Leases, the Licenses and Permits and the Other Contracts.
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The Purchaser acknowledges that as between the Purchaser and the Vendor, it is the
Purchaser’s responsibility to obtain the necessary Consents, and that the Vendor will not
be, unless the Vendor otherwise agrees, required to discharge or assume any obligations
as a condition of obtaining any Consents or as a condition of the transfer or assignment of
any of the Purchased Assets being effective or as a condition of the Purchaser not being
liable to any Person after the assignment or transfer of any of the Purchased Assets to
discharge or assume any obligation related to the Purchased Assets or any of them.

Court Approval. The Vendor will use all commercially reasonable efforts to obtain the
Court Order as soon as reasonably practicable (subject to the availability of the presiding
Judge in the Court Action), and the Vendor will obtain the consent of the Purchaser, who
covenants to act reasonably in that regard, to any changes to the Court Order requested by
the Court prior to the granting of the Court Order.

Disclosure of Information. In the course of the Purchaser's due diligence in respect of the
Purchased Assets, the Purchaser may request and the Vendor may disclose certain
personnel records and other information related to Purchased Assets and/or the Business
that may include "personal information™ (the "Personal Information™) as defined in and
subject to the British Columbia Personal Information Protection Act ("PIPA"). For the
purposes of Section 20 of PIPA:

€)] the Purchaser hereby confirms to the Vendor that the Personal Information that
the Purchaser may hereafter request in the course of its due diligence is necessary
in order for the Purchaser to determine whether to proceed with the proposed
purchase of the Purchased Assets; and

(b) the Purchaser hereby covenants and agrees that:

Q) prior to Closing, any Personal Information that the VVendor discloses to the
Purchaser shall be used by the Purchaser solely for purposes related to its
due diligence and its proposed purchase of the Purchased Assets, and the
Purchaser shall not disclose or otherwise make available any of the
Personal Information to any Person except employees, directors, officers
and professional advisors of the Purchaser with a need to know for the
purposes of such due diligence and proposed purchase;

(i) if the proposed purchase of the Purchased Assets does not proceed or is
not completed, the Purchaser will destroy or return to the Vendor all of the
Personal Information disclosed to the Purchaser by the Vendor in
accordance with the Vendor's instructions and/or pursuant to the
Confidentiality Agreement; and

(iii)  if the proposed purchase of the Purchased Assets is completed: (i) the
Purchaser shall only use or disclose the Personal Information for the same
purposes for which it was collected, used or disclosed by the Vendor, or as
otherwise permitted by and in accordance with PIPA; and (ii) the
Purchaser shall notify the individuals who are the subject of the Personal
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Information that the purchase of the Purchased Assets has taken place and
that their Personal Information was disclosed to the Purchaser.

CONDITIONS PRECEDENT AND CONDITIONS OF CLOSING

Mutual Conditions. The obligation of the Vendor to complete the sale of the Purchased
Assets contemplated by this Agreement and of the Purchaser to complete the purchase of
the Purchased Assets as contemplated by this Agreement is subject to the satisfaction of
each of the following conditions by the dates set forth below, and if no dates are set forth
then by or as at the Closing Date:

€)] No Violations of Laws. No Applicable Law will be in force, and no action will
have been taken under any Applicable Law or by any Governmental Authority,
and no Order will be in effect that: (a) makes it illegal or otherwise, directly or
indirectly, restrains, enjoins or prohibits the completion of the transactions
contemplated by this Agreement; (b) results in an Order or assessment of
damages, directly or indirectly, relating to the transactions contemplated by this
Agreement that would have a Material Adverse Effect on the Purchased Assets; or
(c) would impose any condition or restriction that, after giving effect to the
transactions contemplated by this Agreement, would have a Material Adverse
Effect on the Purchased Assets; and

(b) Court Order. The Vendor shall have obtained the Court Order by a date no later
than one Business Day after the date of the application for the same in accordance
with Section 5.5.

() Termination of NFP APA. The NFP APA shall have been terminated by no later
than August 30, 2008.

The foregoing conditions are inserted for the mutual benefit of the Vendor and the
Purchaser and may be waived in whole or in part only if jointly waived in writing by the
Vendor and the Purchaser, at or prior to the applicable time set for the satisfaction of such
conditions and if they are not satisfied or waived at or prior to the applicable times, then
this Agreement shall at such time cease to be of any force or effect and the Deposit shall
be returned to the Purchaser.

Conditions for the Benefit of the Purchaser. The obligation of the Purchaser to complete
the purchase of the Purchased Assets at the Closing as contemplated by this Agreement is
subject to the satisfaction of each of the following conditions by the dates set forth below,
or if no date is set forth then by the time of Closing:

@ Representations and Warranties. Each of the representations and warranties of
the Vendor contained in this Agreement shall be true and correct in all material
respects at the date hereof and at the Time of Closing (unless such representation
and warranty is already subject to a materiality qualification, in which case it shall
be true and correct in all respects at the date hereof and at the Time of Closing) as
if made at and as of each such date and time;
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(b) Covenants. Each of the covenants and agreements of the Vendor to be performed
prior to or at the Time of Closing shall have been duly performed in all material
respects; and

(©) Material Loss. There shall have been no Material Loss since the date of this
Agreement, unless such Material Loss was a result of any Pre-Closing Activity.

The foregoing conditions are for the exclusive benefit of the Purchaser and may be
waived, in writing, by the Purchaser, in whole or in part, at or prior to the applicable time
for satisfaction of such conditions, and if they are not satisfied or waived at or prior to the
applicable times, then this Agreement shall at such time cease to be of any force or effect
and the Deposit shall be returned to the Purchaser.

Conditions for the Benefit of the Vendor. The obligation of the Vendor to complete the
sale of the Purchased Assets at the Closing as contemplated by this Agreement is subject
to the satisfaction of each of the following conditions:

@) Representations and Warranties. Each of the representations and warranties of
the Purchaser contained in this Agreement shall be true and correct in all material
respects at the date hereof and at the Time of Closing (unless such representation
and warranty is already subject to a materiality qualification, in which case it shall
be true and correct in all respects at the date hereof and at the Time of Closing) as
if made at and as of each such date and time; and

(b) Covenants. Each of the covenants and agreements of the Purchaser to be
performed prior to or at the Time of Closing shall have been duly performed in all
material respects.

The foregoing conditions are for the exclusive benefit of the Vendor and may be waived,
in writing, by the Vendor, in whole or in part, at or prior to the applicable time set for the
satisfaction of such conditions and if they are not satisfied or waived at or prior to the
applicable times, then this Agreement shall at such time cease to be of any force or effect
and the Deposit shall be released to the Vendor.

Termination. This Agreement may be terminated by notice given prior to or at the
Closing as follows:

@ by mutual written agreement of the Parties;
(b) by either Party if entitled to do so in accordance with Section 3.1,

(©) by the Purchaser by notice in writing to the Vendor if the Vendor shall have failed
to comply in any material respect with any of its obligations under this Agreement
(other than those to be performed on the Closing Date) for a period of seven
Business Days (or a lesser period specified by the Purchaser if the Closing Date is
to occur within seven Business Days after the giving of such notice) after the
Purchaser shall have notified the Vendor of such failure to comply in writing;
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